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Via Airborne

Office of the Secretary

Federal Communications Commission
1919 M Street, N.W.

Washington, D.C. 20554

RE: In the Matter of Federal State Joint Board on Universal Service
CC Docket No. 96-45
Informal Complaint

Dear Madam/Sir:

In September 1996 — six months after the Commission proposed changes in its rules relating
to the USF and PICC obligations of interexchange carriers — MCI and Federated entered into
a contract under which Federated committed to purchasing more than $40 million in
regulated services in return for certain commitments by MCI, including a commitment to
charge Federated only for items enumerated in the contract. Increases in MCI’s USF or
PICC costs may not be charged to Federated under the Federated/MCI contract.

Despite the fact that MCI is contractually bound to forego any rate increase prompted by
changes in its costs relating to these matters, we are concerned that paragraph 851 of the
Commission’s Universal Service Order may be interpreted to permit MCI to abrogate its
contract to pass through the USF charges.] The Ad Hoc Telecommunications Users’
Committee has sought reconsideration or clarification of that paragraph in a petition filed in
July of 1997. We urge the Commission to grant that petition.

We believe this problem deserves urgent attention because MCI has now notified Federated

of its intention to raise Federated’s rates as of January 1, apparently in reliance on MCI’s

reading of paragraph 851. In particular, MCI has told Federated (and presumably other MCI

customers) that the Commission “has changed the rules relating to the charges that all long

distance carriers must pay to access local networks and support universal service programs.”

MCI states that new rules “result in several significant costs that must be addressed by all

long distance providers” and goes on to cite the following: C
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! Federal-State Joint Board on Universal Service, Report and Order, 62 Fed. Reg. 32862 (June 17, 1997).
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o  a“National Access Fee,” which MCI describes as a pass-through from the end-
user customer to the local exchange carrier; and

o a “Federal Universal Service Fee,” which MCI describes as something that
“will apply to business and residential users of telecom services.”

A copy of this MCI communication is attached for your convenience.

This material is misleading insofar as it implies that the Commission has imposed these
charges on Federated and other end-users, and that MCI is doing little more than
administering the program. The material also is misleading in that it neglects to mention that
decreases in MCI’s costs for switched access of more than one-cent per minute were ordered
by the Commission on the same day that orders were issued in connection with Universal
Service and PICCs.

We are reasonably confident that the net effect of these three orders is to decrease MCI’s
overall costs of providing service. Thus, MCI’s attempts to increase rates are not justified by
the combined effect of the Commission’s actions.

MCI’s effort to abrogate a carrier/customer arrangement in reliance on increases in certain
costs but without regard for simultaneous and countervailing cost decreases is an unjust and
unreasonable practice. Further, MCI’s effort to mislead its customers as to the intent and
impact of the Commission’s orders is similarly unjust and unreasonable.

We therefore encourage the Commission to act promptly and favorably on the
reconsideration petition referenced above in order to avoid any interference with the
workings of the competitive market place. We also ask that the Commission treat this letter
as an informal complaint.

Very truly yours,

\\* — M ~ M g/—

Carol A. Sanger
Vice President Corporate Affairs
Federated Department Stores, Inc.
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Mc‘; FCC Order on Telecommunications Access Reform
: and Federal Universal Service Fee
MCT Comptiance Information for Business Customers
December 1997

QOverview » Access Reform and Federyl Universal Service Fee

The FCC has changed the rules relating to the charges that all long distancs owrriers must pay to
aocess local networks and support universal service programs. Thege new rules result in
several significant costs that must be addressed by all long distance providers.

MCT’s need 1o remain sompetitive in today’s marketplace neceasitates that wo begin passing
through those new access and unjversal service subsidy costs to business customers beginning
January ], 1998,

L Access Reform: National Access Fee

The National Access Fee (NAF) results fram the fact that the Local Exchange Carriers have
received permission to change the way they charge long distance camiers for access to their
networks. These accoss charges will shift from a per-minyts basis to a pag-ling basis. This shift
means that zero usage lines will now be assessed per-ime charges. These NAF charges go duoaly

tc the LEC via pass through from the interexchange carrier.

How will you, an MCl buginess customer, be impactsd by the NAF? Beginning January 1998, the
following charges will be sssessed monthly for all MCI business customers depending upon line

type:
+ $2.75 per pre-subgeribod switched line
»  $13.75 pet switched PRI line
*  $.31 per Centrox line
» Charges are assossed at the WTN (ANI) [evai to ALL imes, including zero usage lines

II. Federal Univeraal Service Fee_

The Federal Universal Service Fos (FUSF) will apply to business and residential users of
telocom services. MCI has chosen to fund its required universal service pool contribution vis these
foes. The pool of contributicns will creats a national revenue pool to provide supported telecom
services. Each telecom provider’s contribution to the fund is based upon gross revenues, and this
fimd will be administored by en independent overseec.
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MC? FCC Order on Telecommunications Access Reform
and Federal Universal Service Fee
MCI Complisnce Information for Business Customers
Devember 1997

How will your company be impacted by tho FUSF? Beginning January 1998, the follawing
oharges will be assessed monthly against net end-user revonucs for all MCI business customers:

+ Total FUSF impact to Business Markets customers = 4.4% of net end-uscr revenuvs

» The FUSF applies to sérvices which use the domestic U.S. network and are billed in
the U.S,

MCI Invoicing of National Access Foos and the Federat Universal Service Fees

Beginiing with January 1998 invoices, MC! business customers will begin to seo line ilem charges
on MCl invoicos for these two new charges. They will be reflected on invoices as follows:

¢ NAF and FUSF wili each appear ss 2 single linc item ob the invoice

- Lino count and charge for NAF (subject to taxes)
- Peroent of ne( revenue for FUSF (subject to tuxes)

+ NAF and FUSF charges do not contribute to contrect minimuma or are eligible for discounts
Questions?
Your MC] Account Team iy avallable to answer your questions on Access Reform and its spevific

impasts on the MCI servives you utilize. Additionally, you may also use the MCT billing contact
telephono numbers shown on your invoices.
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MCi Federal Universal Service Fee By Product
Broduct Iiming
Vhet
Coeive of Novemoes imvlog neeegs)
MCI Toll Free (Standalone 800) 2 months in arrears
Private Line (Daty, Access) Carrent month's invoicing
HyperStream Frame Reloy 2 months in wrrears (effective on February invoice)
Conferencing Curront month’s invoice
latemet Exoluded from surcharge

Concart Inter-country products Excluded from yurcharge
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National Access Foe and Federal
Universal Service Fee are included in
the ‘Cospovate Leve! Charges' colums:

SILLYING FERAUD anvo

BILL PAYER $2345GVE  NODE NO. 12345678
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